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FY 2016-2017 Budget Message

To:  The Honorable Mayor Braxton and Town Board, and Topsail Beach Citizens
Date: May 23,2016

On behalf of the entire Topsail Beach staff, I am pleased to submit to you the Manager’s
Recommended Budget for FY 2016 — 2017 for your review and consideration. The development
of this proposed budget is consistent with the requirements set forth in the North Carolina
General Statutes, particularly with respect to the Local Government Budget and Fiscal Control
Act. It combines the goals and vision of the Board with the sound financial principles the Town
has followed over the years. The budget process started in January 2016 as the staff began its
review of departmental needs, focusing on the provision of services in the most efficient and cost
effective manner. It takes into account specific mandates from both the state and federal
governments, as well as the current proposed changes in legislation that could affect state shared
revenues and levels of service. The budget document provides detailed line item information
that describes revenues and expenditures for each annually-budgeted fund.

This year’s recommended General Operating Budget is a balanced budget totaling
$5,224,406 for the General Fund, Restricted Funds and the Utility Enterprise Funds. This
compares to $7,838,922 in FY 2015 — 2016, a decrease of approximately $2.61 million. The
General Fund, which comprises the core services provided by the Town, accounts for $2,749,790
of the total budget, while Powell Bill transportation-related improvements ($17,000), and the
Beach, Inlet, and Sound (BIS) Capital Fund ($1,576,700) account for the remainder of the
General Fund budget. The Utility Enterprise Fund is budgeted at $880,916. Under this proposal,
the budget addresses current departmental needs and anticipates future needs as the Town
continues to provide key services to meet the needs of our residents and property owners.

In order to meet the needs of the community and provide the high level of service that
citizens have come to expect, this budget proposes a two cent increase to the tax rate, increasing
it from $0.2925 per $100 valuation to $0.3125 per $100 valuation. The General Fund tax rate
would increase from $0.1725 per $100 valuation to $0.1925 per $100 valuation, while the BIS
Fund would remain at $0.12 per $100 valuation. The combined tax rate for Topsail Beach of
$0.3125 is still in line with similar coastal communities in the area, and in many cases
considerably lower.




In preparing this budget staff considered many factors that impact Topsail Beach today.
Although relatively small in geographic size and population, Topsail Beach provides services to
a large number of people, particularly during the vacation season. As part of the greater
Wilmington region, Topsail Beach is host to many weekly renters and day trippers that come to
experience our large, clean beaches and easy-going lifestyle. Providing these services takes a lot
of effort by the Town, and its huge success in our Beach Nourishment Programs and erosion
control efforts has made Topsail Beach a premier location. This is evidenced by the recognition
we received from the American Shore & Beach Preservation Association (ASBPA) as one of the
Top 5 Best Restored Beaches for 2016 in the nation! This was accomplished by hard work,
smart planning, and cooperative efforts by our elected officials, citizens, and staff, along with the
help of the State. The Town must remain diligent in these efforts to maintain our pristine
beaches, as well as continuing to provide our core services at a high level.

This annual budget provides details of the spending plan for the year and sources of
revenue to meet those obligations. Also included are specifically identified goals and objectives
for each department. The tables on the following pages highlight both the revenues and
expenditures proposed for FY17 in comparison with the FY16 budget. Also shown are actual
revenues and expenditures for FY15 and year-to-date FY16. The breakdown of revenues
includes Operating Revenues, Grant Proceeds, and Transfers In from Capital Reserves.
Expenditures highlight Personnel and Operating Costs, Capital Outlay, and Debt Service.

FY 2017 BUDGET HIGHLIGHTS

The first step in the budget process is to review the revenue estimates for the upcoming
year and to explore the needs of each department in an effort to begin the development of' a
comprehensive balanced budget. Provided below are the highlights of the key budget indicators
and projections.

Revenues

This year’s estimated revenues are relatively consistent with previous years. Significant
differences lie in the decreased amount of Federal money (i.e. FEMA Funds) anticipated for FY
2017. As mentioned earlier, this budget recommends a two cent tax rate increase reflected in
these numbers.

%+ The total assessed value for property in Topsail Beach for FY 2017 is
$623,475,257. This represents real and personal property and motor vehicle tax.
This compares to $618,032,798 for FY 2016.

« Each penny on the tax rate is worth $62,347.

-,

% Ad Valorem Property Tax (real and personal) is proposed to be divided into
General Fund ($0.1925) and BIS Fund ($0.12).




% Accommodations tax (both for Topsail Beach and Pender County) are anficipated
to generate an additional $120,000 in revenue combined over last year’s budgeted
amount. This represents an increase of $99,000 for the BIS Fund and $21,000 for
the General Fund over the FY 2016 Budget.

¢ Changes to the distribution of Utilities Franchise Fees at the state level have
increased our receipts by an estimated $52,000.

% Sales tax figures (both Local Option Sales Tax and County Option 4) are projected
to increase by $26,400 in this budget. This estimate is based on recent changes to
the distribution of sales tax instituted by the General Assembly. Since this is the
first year of the changes, we do not know the full extent of the impact to our
budget.

%+ The proposed budget includes $225,000 in grants for the Fire Department towards
the purchase of a mini-pumper. The total match for the Town would be $15,000 if
the grant is awarded.

% There is an additional $116,000 in revenues that represents the transfer of Capital
Reserve Funds to the General Fund.

< The FY 2016 Budget included $285,460 in reimbursement from FEMA. This
money is not available for FY 2017.

< By comparison, General Fund Revenues for FY 2016 (amended Budget) was
$3,934,699 compared to eatly estimates of $2,766,790 for FY 2017.

¢ The BIS Fund budget revenues of $2,991,087 for FY 2016 compared to
$1,576,700 for FY 2017.

Expenses

Much of the operational expenses have not changed significantly over the previous year.
Increased costs are generally related to larger capital needs (i.e. a Mini-Pumper for the Fire
Department). Some other changes are a result of shifting costs from the General Fund to the BIS
Fund, where warranted. The proposed budget also includes a three percent increase to the salary
line item for potential merit increases. Detailed line item expenses are shown in the budget by
department later in this document. Funds are appropriated at adequate levels in order to maintain
or improve the quality and the level of service that has been provided historically. The major
expenditures by function are shown as follows:

GENERAL FUND / CAPITAL FUND

N/
e

Administration (includes Town Board, Administration, and Inspections/Planning)
Police

% Fire

%+ Public Works

-
* A4

*




% Solid Waste

% Bush Marina

% Beach Management and Tourism
% BIS

ENTERPRISE FUNDS
% Utility

Public Safety accounts for approximately 48% of the operating and capital budget within
the General Fund. Much of the larger expense is in capital as the Town provides for vehicles and
equipment necessary for the provision of services Personnel costs are also a significant portion
of the operational costs as both police and fire provide for protection to our citizens and
businesses on a 24/7 basis. Administration accounts for the next largest percentage of annual
cost at 20%. If you add BIS to the general fund totals, it would account for 36% of the budget,
with Public Safety equaling 30% and Administration at 13%. The chart on below highlights the
General Fund expenses by department for FY 2017.

FY 2017
GENERAL FUND EXPENSES
e ———
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Expenses are divided into four major categories - personnel, operating expense, debt
service, and capital outlay. These categories are summarized below:

Personnel - Expenses which can be directly attributed to the individual employee. These
expenses include salaries, wages, insurance benefits, retirement, 401k, and FICA. The costs of
such expenditures have been budgeted within each operating department to give a more accurate
cost of departmental operations.




Operating Expenses - Costs other than personnel and capital outlay that are required for the
operations of the Town. Operational line item expenditures are directly affected by increasing
costs of goods and materials, greater service demands and enforcement of government
regulations. Examples of operating expenses include departmental supplies, motor fuels,
utilities, and equipment or vehicle maintenance. Operating expenses also include contracts with
outside agencies.

Debt Service - North Carolina General Statutes also require that provisions be made to meet
annual payments on debt issued within prior years and commitments of the current year’s
budget. The Town is contractually obligated to provide the annual funding to meet these
obligations.

Capital Outlay - Capital outlay includes expenditures for the purchase and/or construction of
land, buildings, vehicles, equipment, fixtures and other infrastructure (including roads,
sidewalks, storm water drainage) which are too permanent in nature to be considered expendable
at the time of purchase. Generally capital items should have a value of $5,000 or more with an
expendable life of more than one year.

An overview of the combined expenses for the General Fund, BIS Capital Project, and Utility
Fund can be found on the following tables.
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SUMMARY

The FY 2017 budget reflects the priorities of the Town Board of Commissioners and staff
as we move forward. Our community has much to offer, and it is evident by the recent
recognition by ASBPA. Strong amenities like our beaches, our Town Center and our dedication
to providing the core services like police and fire, public works and sanitation services, clean
water, and safe access are the reason Topsail Beach is no longer a secret. The foresight town
leaders have shown with the creation of the BIS Fund represent smart planning efforts that will
allow us to continue to create the community that we will be proud of for years to come. The
budget is a tool that will help us succeed. We will remain consistent with the goal of sound
financial stewardship while we continue to be aware of the changes at both the federal and state
levels and the impacts that they will have on our financial picture. As part of our fiscal
accountability, we will look to create a fund balance policy for the Town to insure we have the
necessary funds in place in case of an emergency, and we will prepare a Capital Improvement
Plan to establish a road map for future improvements necessary to maintain our quality of life.
We must continue to be vigilant in our efforts and dedicated to the overall goal of providing a
safe, affordable, and attractive place for our citizens and our businesses while managing the
economic growth that has returned to Topsail Beach.

Again, this budget represents a forecast of the revenues and expenses for the upcoming
fiscal year. As such, it is subject to change as a result of unforeseen events and should therefore
be looked at as a fluid document. Although every effort is made to anticipate all needs, the
budget is monitored throughout the year and appropriate amendments are brought to Board’s
attention for review and action.

In closing, [ would like to recognize and thank the elected officials and entire Town staff
for their efforts in developing this budget. Budget preparation involves many difficult decisions,
with needs often greater than resources available. Board members have and will continue to
devote countless hours to review of the details within the proposed budget in order to shape the
best document possible. This budget is not successful without the help of each department head,
whose diligence and willingness to be part of this process helped in the preparation of this
budget. 1would particularly like to recognize Connie Forand, Finance Director, for her efforts.

We look forward to the implementation of another successful budget and financial
operations in Fiscal Year 2017.

Respectfully submitted,

ST

1 O .
AT
Michael Rose

Town Manager
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BUDGETARY AUTHORITY

State law defines an annual budget as "a proposed plan for raising and spending
money for specified programs, functions, activities or objectives during a fiscal year."
While this definition may seem simple, budgets usually contain a considerable amount
of detailed information. The fact remains however, that a budget exists as the single
most comprehensive annually updated financial guide to the services provided to the
citizens of a community.

The Town of Topsail Beach, like all local governments throughout North
Carolina, prepares, adopts, and administers its budget in accordance with the Local
Government Budget and Fiscal Control Act (LGBFCA). This Act establishes
responsibilities in the adoption of the budget and most importantly, requires that the
budget be balanced. In other words, the estimated revenues must equal the proposed
spending. North Carolina local governments operate under a July 1 - June 30 fiscal
year. A budget must be adopted by June 30" of each year, or interim provisions must
occur.

The spending for the coming year is authorized through the Town
Board's adoption of a budget ordinance. This action authorizes the spending,
assures that the budget is balanced, levies the property tax for that budget year, and
formally authorizes related fee schedules. Under North Carolina law, local property
taxes may not be changed at any point in the year once adopted without input from the
State government.

By law, each year a public hearing is held by the Town Board to receive comments from
citizens and taxpayers on the recommended budget. That hearing is usually held after the Town
Manager formally presents the recommended budget to the governing body. Throughout
the budget review period, copies of the recommended budget are kept on file for public
review in the Town Finance Director's office and with the Town Clerk.

PUBLIC DOCUMENT

The Fiscal Year 2017 Budget is a public document and is available for review at the
Town of Topsail Beach’s Town Hall, 820 S. Anderson Blvd., during the Town’s normal office
hours 8:00 am to 5:00 pm Monday through Friday; the Town’s office is closed weekends and for
authorized holidays. It is also available for viewing on the Town’s website at www. Topsail
Beachnc.org, The public hearing date for the FY 2017 Budget is set for June 8™, 2016.

-12-




BUDGET OFFICER
The Town’s Manager serves as the budget officer and is authorized to amend the budget
within departments and present the amendments for Board approval within the fiscal year.

AUTHORIZATION

The approved budget authorizes the Town Manager to oversee the use of the approved
appropriations in accordance with the Town Board’s policies and relevant statutes and
regulations.

-13—-




REVENUES

-14-




REVENUES

The Town of Topsail Beach generates income and revenue from a variety of resources to
fund the different municipal programs and services. The revenues are categorized by type and
designated as restricted or unrestricted funds. Unrestricted funds can be used for any service
provided by the Town, while restricted funds are earmarked for specific purposes. Most
services, such as administrative functions, public safety, public works services, and our public
facilities are funded with the unrestricted monies. Certain specific services, such as street
improvements (Powell Bill) and much of the beach-related services (BIS) are examples of
restricted fund programs.

Revenues for the Town’s General Fund are divided into several different major
categories: Property Tax, Fees and Taxes, Unrestricted Intergovernmental Revenues, and
Restricted Funds. This does not include the revenues related to the BIS, which has been
established as a separate fund. Within each of these categories are several sources of revenue
which are described below. Property Tax (45%) makes up the largest segment of the revenue
generation, followed by Taxes and Fees (25%) and Intergovernmental Revenues (21%). Of
these, the Town controls property tax levies, but much of the State-Shared revenues are
determined by actions in the NC General Assembly.

GENERAL FUND REVENUES
By MAJOR FUND CATEGORY

w Prezpnry Tax

B [HTERSOVERIENTAL

® fasreizvee Feveves

If the BIS Fund is included in this breakdown, it would account for 37% of the revenues
generated compared to 28% for property tax, 16% for taxes and fees, and 13% for
intergovernmental revenues.
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Economic growth for North Carolina, Pender County, and Topsail Beach continues to
show some progress, and most projections for the economic outiook in North Carolina for the
upcoming year are generally positive. Although we have seen slight to moderate growth in
many of the revenue sources, recovery has not yet returned to pre-2008 levels. According to the
North Carolina League of Municipalities, slight growth in several state-shared revenues can be
expected for FY 2017. However outside influences can impact revenue sources. Staff will be
closely monitoring the activities of the General Assembly to determine what, if any, impacts to
the Topsail Beach budget can be expected.

Revenues are shown by sources and by funds. Revenue projections can be made more
accurately when revenues are segregated by source and managed accordingly. The major
revenues by source are as follows:

| PROPERTY TAX

< Ad Valorem Tax: Pender County performs all calculations of assessed property
valuations, real and personal. The total property tax is calculated based upon a
compilation of projected assessed value from the Pender County Tax Assessor’s Office
and current year levy as set by Town Board. The property tax rate currently is set at
$0.2925 per one hundred dollars ($100) of assessed valuation: $0.1725 of which is for
general government and $0.12 of which is designated for the BIS Fund. There is a total
assessed value of $617,657,132 inside the town limits. This budget proposes increasing
the tax rate by two cents applied to general government.

% DMV Tax: The DMV, or automobile tax is calculated based on an average local fair
market value as set by Pender County at the Town Board adopted property tax rate. The
total assessed value for the Town is $5,818,125.

()
o0

Interest — Ad Valorem Taxes: The revenue generated by penalties and interest is
estimated with the use of trend analysis. This year’s estimate represents a consistent
pattern with the FY 2016 collections. Penalties are assessed on payments made after
January 5. For the period from January 6 to February 1, interest accrues at the rate of 2%.
Thereafter, interest accrues at the rate of 3/4% per month until outstanding balances are
paid in fuil.

OTHER TAXES AND FEES

> Topsail Accommodations Tax: The Town imposes a tax levy of three percent (3%) of
the gross receipts of any person, firm, corporation or association derived from the rental
of any sleeping room or lodging. This includes both hotel/motel facilities and private
residences. By law, all accommodation taxes received shall be used for “tourism—
related” expenditures, which include but is not limited to public safety, public facilities,
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and solid waste collection. Sixty ~five percent (65%) of the revenue collected is
allocated to the BIS Fund, and thirty-five percent (35%) is allocated to General Fund for
the services listed above.

Tower Lease: The Town leases property behind Town Hall for a communications tower.
Space on the tower is leased for a fee to the following: T-Mobile, Verizon, CenturyLink
and AT&T. These are based on existing lease agreements that are reviewed and
considered for extensions upon contract.

Solid Waste Fees: Solid Waste fees are charged to each resident to cover the cost of
contracted service in the Town. The current fee is $15/month for one cart, with additional
fees charged for additional carts if requested by the property owner. Additional fees
include $25 for bulk item pick-up and $1/month for recycling. A Recycling Center is
located on Carolina Avenue and is available for residential recycling.

Fees and Receipts: Several of the departments charge various fees for services, rentals,
or other activities. These include, but are not limited to zoning and building permit fees,
temporary permits, compliance permits, and similar items. These fees are designed to
cover much of the costs incurred for the provision of related services.

Transfer of Capital Reserves: Capital Reserve Funds are monies earmarked for the
purchase or acquisition of vehicles and/or equipment needs for the Town. The money is
set aside on an annual basis and allocated by the Board as part of the budget process.
Capital items generally a value of $5,000 or more with an expendable life of more than
one year.

UNRESTRICTED INTERGOVERNMENTAL REVENUES

Utilities Franchise Tax: As a result of tax reform legislation passed by the North
Carolina General Assembly, the distribution method for electricity sales tax and piped
natural gas changed in FY 2015. After reviewing the trend for Topsail Beach, the FY
2017 numbers reflect the revisions. This revenue is highly sensitive to weather; cool
summets and mild winters can dramatically affect these receipts. For the purpose of this
summary, it is assumed we will see a noticeable increase in revenues collected in
previous years.

Alcohol Beverage: Cities shate in the tax on sales of both beer and wine based upon
municipal population levels. The State of NC typically distributes this revenue source late
in May. In addition, Pender County collects revenues on gross receipts of ABC sales for
the county and distributes thirty-five percent (35%) of the revenue to the six
municipalities based on a per capita distribution.
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Local Sales Tax: The NC General Assembly passed legislation that changes the
redistribution of sales tax collected statewide. Services that earlier were not subject to
sales tax are now included. The State collects and distributes the proceeds from locally
levied tax on retail sales. This revenue source is subject to further significant swings
related to what percentage of tax levy the Town of Topsail Beach has compared with
other Pender County local governments. Any significant change (increase or decrease) in
other governments assessed value or tax rates or annexations can result in significant
changes to the Town’s share of local sales tax distributions. A conservative estimate
based on recent trends has been applied to this budget.

County Option 4 T'ax: Distribution for Article 40 and 42 Sales Tax is determined by the
County. In 1992, special legislation was enacted creating an equitable method for
distribution known as the “Option Four Redistribution” for Pender Counaty. The State
distributes the sales tax revenues on a per capita basis. The formula then allocates to the
beach communities the amount they would receive using an ad valorem basis. The cost ts
then redistributed on a pro-rata basis to the County, School Board, and the municipalities.
As a result, the beach communities receive more than they would using per capita basis,
but less than under the ad valorem system.

RESTRICTED REVENUES

Powell Bill The Town of Topsail Beach receives an annual distribution from the North
Carolina Department of Transportation of prior year gas tax receipts. Municipal Powell
Bill distributions are based upon population and number of municipal street miles
maintained. Although gas purchases are volatile during this period of increased prices,
this budget estimates revenues to remain stable.

Fire Grants: The Fire Department has applied for two potential grants: One with
NCDOI (totaling $15,000 with an equivalent Town match) for equipment replacement
and the other through FEMA for the purchase of a Mini-Pumper. The grant would pay
$225,000 and the Town would contribute $15,000.

Beach Inlet & Sound

The Beach Inlet and Sound (BIS) Fund generates revenue from the following sources:
1) Ad Valorem Tax Revenue - $0.12 per $100 assessed value of real and personal property

2} Pender County Accommodations Tax - Pender County provides 100% of the revenue
generated from its accommodations tax to Topsail Beach which is allocated to the BIS Fund.
The tax is collected in a similar manner as the Topsail Beach Accommodations Tax
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3) Topsail Beach Accommodations Tax - 65% of the revenue collected (as stated above) is
allocated to the BIS Fund.

4) Pender County Funds — Pender County allocates additional funding to the Town towards the
maintenance and repair of the beach. FY 2017 projects this figure to be $180,000 compared to
$150,000 in FY 2016.

-19-~
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The General Fund expenditures proposed for FY 2017 total $4,313,490. This includes
$1,546,700 dedicated to the BIS Fund. The Water Enterprise funds account for an additional
$860,916. These figures include personnel, operations, capital, and debt service. Highlights of
the departmental expenses follows, as well as a detailed line item budget for the various
departments. The dollar amounts for each department represents comparisons for the FY 2016
budget (as amended) and the proposed FY 2017 budget.

Administration: $905,833 (FY 2016) $551,469 (FY 2017)
% Includes Governing Board, Administration, and Inspections/Planning

% Governing Board includes $20,649 for Special Projects. These are projects
identified later in the year and require Board approval prior to expenditure.

% An additional $20,000 has been added to Administration for Contract Services.
This is allocated for potential use of services by the Cape Fear Council of

Governments for planning and Code Enforcement related issues on as as-needed
basis.

Police: $688,917 (FY 2016) $735,550 (FY 2017)

% Replacement Vehicle as part of the regularly scheduled process.

% Includes funds to replace the existing Beach Wheelchair, This is an item that gets
significant use during the vacation season.

% Add a protective cage to one of the Chargers for safe transport.
% Two Radar Speed Signs for Business District.

% Paint Exterior of Building.

Fire: $339,563 (FY 2016) $576,660 (FY 2017)

% The Fire Department has applied for a grant from FEMA for a Mini-Pumper. If
the grant is awarded, it will pay $225,000 and the Town will add $15,000.

% Building maintenance including new gutters, propane, repair to bay floors.

% New Turnout Gear (uniforms).
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Public Works: $494,144 (FY 2016) $476,891 (K'Y 2017)

"7
o

Includes Solid Waste Services.

(4

4 No Capital Items are requested.

% Increased Line Ttem for Building Maintenance and Repair to address potential
needs including HVAC systems.

LS

2,

Increased Line Item for Mosquito Control.

Bush Marina: $187,624 (FY 2016) $208,120 (FY 2017)

% Upgrades/repairs to Building and Docks ($27,000).

% Debt Service totaling $160,950.

Beach Management & Tourism:  $330,706 (FY 2016) $200,050 (FY 2017)

& Reduced Professional Services (Lobbyist fees to BIS).

& Increased Beach Grass/Fence Line Item from $4,000 in FY 16 to $15,000 in our
continued efforts to stabilize the beach and reduce erosion.

% Added Huiricane Preparedness.

Beach Inlet and Sound (BIS):  $2,991,087 (FY 2016) $1,576,700 (FY 2017)

4 Increased Professional Services (Lobbyists).
& Increased Legal Fees.

& Includes Engincering/Design Fees ($336,700) for the next phase of our beach and
inlet maintenance programs.

% Added Hurricane Preparedness ($30,000)

Utility Fund: $913,136 (FY 2016) $880,916 (FY 2017)

% Debt Service totaling $301,850.
% Increased Water System Repairs.

% $20,000 for a Sewer Feasibility Study.

._.29_.




Although this budget represents a comprehensive planning effort, there are items that
have been identified as needs for the Town but are not funded at this time, Among the needs
identified but not funded include:

Administration: Permanent part-time Code Enforcement Officer, Improvements to
Granicus/Video System, Allocation for improvements to new building

Police: Upgrades to Tasers, New Officer Position

Fire: Provisions for living space

Public Works: Funding for Street Repair/Improvements, Used Street Sweeper
Water: Back-up generator.

If the Town adopts a Fund Balance Policy that designates all revenues in excess of the
required percentage be credited as capital reserves at the end of the fiscal year, the Board can
amend the budget to include many of the items listed above. That amount is determined through
the audit process after the previous fiscal year is completed.
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(GENERAL FUND
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